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MANPOWER AND INNOVATION AMERICAN INDUSTRY 


Samuel Hill and Frederick Harbison* 


Princeton: Industrial Relations Section, Department Economics 


and Sociology, Princeton University (Research Report Series No. 97), 
1959. pp. $2.00. 


any industrial society advances, becomes increasingly de- 
pendent upon the brains and much less dependent upon the brawn 
its working forces. other words, managers, administrators, scien- 
tists, engineers, and skilled technicians are bound increase 
percentage total employment, while the proportion manual 
workers and other less skilled employees tends inevitably diminish. 

order ascertain the reasons for change, decided review 
the experience specific companies with primary emphasis the 
postwar period, starting 1947. Employment figures for the years 
1947 and 1955 were obtained from fifty enterprises wide range 
manufacturing and nonmanufacturing industries. The objective 
was get the companies explain the shifts composition 
employment occupation which their statistics portrayed. 


our surprise, found only one company which had ever 
attempted look past shifts its occupational structure 
guide estimating future manpower requirements. making em- 
ployment forecasts, practically all companies appear assume that 
their occupational structure will remain constant. 

the basis our interviews, found that explanations for the 
changes occupational structure could related two general 
factors: 


Introduction new products new processes production 
distribution. 


Changes organization and the addition expansion 
particular administrative units. 

The introduction both new products and new processes 
usually associated with innovations technology, and offers major 
explanation for the increase the proportion non-production 
workers. 

Innovations administration were second major source 
change. Common types administrative innovation were: establish- 
ment research and development functions, decentralization 


*Mr. Harbison Director, Industrial Relations Section, Department 
Economics and Sociology, Princeton University. 


management responsibilities, introduction new systems data pro- 
curement, and expansion staff groups concerned with such matters 
quality control, production scheduling, sales planning, accounting, 
personnel. 

our society places ever more emphasis finding new and 
better techniques production and organization, the proportion 
the highly trained human resources employs will rise. essence, 
the pace innovation linked the rate increase and the 
effectiveness utilization brainpower the labor force. 

difficult predict what the rate innovation likely 
be. dependent upon, among other things, the quantity and 
quality human resources which are channeled into activities leading 
innovation, and this related the capacity our society 
generate and organize the creative talent. Technical and organiza- 
tional innovations, the final analysis, are related the investments 
which are made both basic and applied research. 


our opinion that the rate investment basic research 
likely increase rather than slacken the years come, and 
that this will followed related increases investment applied 
research industrial laboratories. our view correct, the pace 
innovation within industry the next few decades will least 
rapid and probably more rapid than the period covered our 
study. 

may now draw some inferences for future planning indus- 
trial enterprises. 


Most companies have neglected estimate accurately their 
future manpower requirements. 

The greater utilization professional and managerial man- 
power results increase fixed and overhead costs. 

The proportion persons unions American industry 
likely fall the proportion manual production workers drops. 

Competitive relationships between firms the labor market 
will less related general wage agreements manual workers 
and more dependent upon the prices which persons high training 
and talent are able command for their services. 

Many companies will forced revise thoroughly dis- 
card altogether some long-standing notions wage and salary ad- 
ministration. will become more important base compensation 
the capacities individuals than upon categorical job descriptions. 

more difficult many cases develop the individual 
environment which makes highly talented people more creative than 
provide incentives make manual workers more productive. 
dealing with high-talent manpower, there must entirely different 
concepts organization work, incentives and so-called “human 
relations” between the managers and the managed. 


There are likely very profound changes the top 


command posts industry. will not possible for top manager 
learn experience alone what must know. 

All along the line greater emphasis needs placed 
forward manpower planning. all economic resources, high-talent 
manpower takes the longest time develop, and thus demands the 
most careful consideration planning for the future. 


THE NEW ERA THE SOPHISTICATED SHOPPER Weiss* 
New York: Doyle Dane Bernbach Inc., 1960. pp. 


Culturally, well economically, the American shopper has 
gone through vast changes over the last decade. The world market- 
ing has been keenly aware the marketing impact the shopper’s 
economic improvement. Indeed, the world marketing almost 
constantly submerged sea economic statistics. But marketing 
men seem only dimly aware the cultural progress the 


American shopper and even more dimly aware what cultural 
progress may mean terms marketing policies and methods. 
The important point for marketing men that shopper sophis- 


tication is, today, not merely marching ahead leaping ahead. 
stage explosive growth. Marketing men will hard 
pressed match shopper sophistication with sophisticated market- 
ing programs. 

Economic and social progress hand hand. Our fantastic 
economic progress has provided multiplying millions with remarkably 
elastic “discretionary” dollar. Perhaps per cent our total bill for 
national advertising aims moving merchandise whose purchase 
deferrable. But sophisticated shopulation showing remarkable 
discretion expending its discretionary dollar. 

The essence sophistication greater willingness accept 
and demand change. The world marketing must therefore gear 
itself for new tempo the obsolescence established marketing 
concepts and the creation new marketing concepts. 

would idiotic take the position that all shoppers 
even simple majority all shoppers are now highly sophisticated. 
The two points are making are: (1) that substantial percentage 
shoppers are more sophisticated shoppers than many the world 
marketing suspect; (2) that these very shoppers who control 
the major part this nation’s total discretionary dollar. 

Surely more manufacturers were keenly cognizant these 
facts, would not have many advertising merchandising pro- 
grams keyed low intelligence levels. 

Shopper sophistication also reason for the downtrend brand 
loyalty. When merchandising programs are promised the as- 
sumption that the shopper can persuaded strong brand loyalty 
minor even nonexistent features who fooling whom? 


*Director Merchandising, Doyle Dane Bernbach Inc. 
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The world marketing fascinated currently the “brand 
image.” Assuming that there such thing, how can one hope 
create meaningful brand image one has idea the degree 
sophistication those shoppers who control most discretionary 
expenditures? 

Periodically, the shopping public rebels against the forces 
marketing. Right now, sophisticated public giving every indica- 
tion mounting not one, but number rebellions. 

One these rebellion against some current food-super 
merchandising practices. takes more time and physical effort 
shop for food than did before the food super appeared the 
scene. Some day many sophisticated shoppers will conclude: 
shop from home telephone, catalogue, from in-home 
sellers.” 


Changes public attitude toward the seasons and toward the 
purchase seasonal merchandise have come about gradually 
over the last several decades loom proper dimension only 
when one takes long backward glance. The public’s attentiveness 
the seasons was just about absolute the turn the century. re- 
quired increasing degree sophistication accept the promise 
that our lives need not ruled. There reason believe, for 
example, that air-conditioning had been introduced the turn 
the century would have met fierce resistance. 

Sophisticated shoppers will demand Sunday retailing. This 
highly controversial even dangerous subject. Feelings, particularly 
among those opposed Sunday store hours, can and run high. 

Perhaps there were Sunday retailing any kind permis- 
sible the entire country, the broad trend would not have progressed 
has recent years. But the fantastic absurdities that exist 
result constant compromises with Sunday closings encourage more 
sophisticated people conclude that there are now many loop 
holes make the situation shambles. people lacking sophis- 
tication accept absurd contradictions without question the strange, 
inexplicable quirks life. sophisticated people question. 


people become more sophisticated, they tend toward night- 
owlism. Shoppers, who longer retire p.m., want shop 
night. This means that the next stop for retailing 24-hour day, 
days week. 


There some reason suspect that fascinating shift may 
just barely discernible shopping habits that will lead away from 
the traditional retail store. this trend develops will mean that 
large retailers will selling more and more their total volume 
away from the store floor rather than it. Basically, modern re- 
tailing has planned terms bringing the shopper the store. 
Now the wave the future may involve bringing the store the 


shopper. 


The whole quality American life remarkably upgraded 
over the next very few years. This means not only spreading market 
for higher price lines but upgrading taste that will demand 
from manufacturers still greater degrees good taste design. 
means also stronger demand manufacturers for better quality. 
intelligent, sophisticated people are less easily misled and are 
quicker react when they have been misled. 


WHOM AND FOR WHAT ENDS CORPORATE MANAGEMENT 
RESPONSIBLE? Eugene Rostow* 


In: The Corporation Modern Edited Edward Mason. 
Cambridge: Harvard University Press, 1959. 335 pp. (Pp. 46-71.) 
$6.75. (Paperback edition $3.50.) 


Are corporate funds “other money, far direc- 
tors are concerned? corporate property really that the di- 
rectors and the management, dispose accordance with their 
own standards business foresight, social statesmanship, and general- 
ized good citizenship? 


With some qualifications, the endocratic corporation autono- 
mous body politic legal order decentralized power. Those who 
control the funds endocratic corporations have enjoyed wide and 
undisturbed latitude. 


The critics managerial autonomy have long preached de- 
mocracy the manifest remedy for feudalism: only stockholders 
could more fully informed, protected better proxy rules, and 
given cumulative voting and easier access stockholders’ lists, they 
urge, the stockholders’ annual meeting would become meaning- 
ful source authority for the directors, and meaningful procedure 
for reviewing their stewardship. But such hopes for corporate “de- 
mocracy” are not addressed prevailing reality. 


There is, the other hand, considerable opinion about modern 
corporations which welcomes the idea self-perpetuating manage- 
ment, not genuinely based the will substantial stockholders’ 
votes. Men this persuasion question the relevance the demo- 
cratic model the problem organizing and conducting business 
corporation or, for that matter, trade union. And they find much 
applaud what they regard more civilized concept cor- 
porate responsibility, which they detect emerging the professional 
manager supplants the old style owner-manager. 


*Dean the Law School, Yale University. 


collective study evaluates the social contribution the large 
corporation American Life and its concomitant problems. includes 
foreword Berle, Jr., introduction Edward Mason, and 
essays, order their presentation, Abram Chayes; Eugene Rostow; 
Kingman Brewster, Jr.; Carl Kaysen; Lloyd Warner; Neil Chamberlain; 
Jacob Schmookler; John Linter; Norton Long; Earl Latham; Raymond 
Vernon; Crosland; and Alexander Gerschenkron. 


reviewing the literature about the current development endo- 
cratic corporations, and about possible programs for their reform, 
one struck the atmosphere relative peace. There seems 
general conviction abroad that reform needed. 


suspect that enlightened lay opinion could summarized 
these terms: “Yes, there are paradoxes and anomalies the way 
boards directors are elected some large, publicly-held companies. 
But what it? There are irrational moments most our legal 
arrangements, some more illogical than this one. All all, the system 
may illogical but works.” 

long the problem corporate responsibility viewed 
this pragmatic light, change will come only from within the system, 
response moves which corporate management may consider 
prudential and protective the long run. Many such moves have 
characterized the development the corporation during 
war period, most notably the spread the idea “public directors,” 
and the flowering the view that the primary duty the corpora- 
tion not make much money possible for its stockholders, but 
advance the public interest some alternative sense. 
have “souls” and “consciences,” are told. 


From the point view legal and economic orthodoxy, the 
New Capitalism all bewildering balderdash. The law books have 
always said that the board directors owes single-minded duty 
unswerving loyalty the stockholders, and only the stockholders. 
The economist has demonstrated that the quest for maximum revenue 
tion resources and rewards, superior any alternative 
contributions the economic welfare the community whole. 
the orthodox mind, therefore unsettling have the head 
company equating the management’s duty stockholders with its 
obligation employees, customers, suppliers, and the public large. 


What, then, does the “new” concept corporate responsibility 
imply? Does mean that the management great corporation 
should not bargain very hard negotiations over wages the prices 
paid suppliers? Does mean that statesman-like and well-run 
company should charge less for its product than the market would 
bear? Should regard its residual profits, not “belonging to” its 
stockholders some ultimate sense, but pool funds 
devoted considerable part the public interest, the directors 
conceive it? 

the rhetoric managerialism interpreted this way, two 
general classes difficulties are immediately apparent, 
nomic, the other legal and The new corporate morality 
may result prices and wages which sabotage the market mechanism 
and systematically distort the allocation resources. Secondly, the 
new theory corporate responsibility may produce patterns cor- 


porate expenditure which could disturb the present equilibrium 
opinion about corporations, and invite public restrictions the 
present freedom corporate management. 

If, widely thought, the essence corporate statesmanship 
seek less than maximum profits, postwar experience eloquent 
evidence that such statesmanship leads serious malfunctioning 
the economy. Viewed against the background the flow national 
tenable for extended periods, nor sound, especially during recovery 
period rising total spending. 

The basic service for which society looks business and labor 
the production goods and services the lowest possible cost, and 
prices which measure the comparative pressure consumers’ 
choices. This hard and demanding task. 

The political and legal aspects 
present vistas which are quite disturbing its economics. The 
endocratic corporations are accepted powerful and effective instru- 
ments for carrying the business society. their directors begin 
act they really were general trustees for the public large, 
they may well imperil their present freedom. 

The responsibility corporate directors requires redefinition 
terms which take full account the social advances this century, 
but which direct the directors more sharply concentrate their 
efforts discharging their historic economic duties their stock- 
holders. clear-cut economic directive should help them dis- 
criminate more effectively among competing claims upon them, 
carrying out their public trusteeship for the economic system 
whole. 


Comment Warren Aubrey Law, Lecturer Business Administration and 
Member the Faculty. 


The theme the Fiftieth Anniversary Conference the Harvard 
Business School was “Management’s Mission New Society.” The 
theme implied, and overwhelming majority the speakers asserted, 
that the mission longer one profit maximization. There was 
less unanimity about what goals should, fact, replace this traditional 

one. The usual substitute was some nebulous call for “public trustee- 
Arnold Toynbee, perhaps responding the em- 
phasis other speeches, carried this idea its logical conclusion 
predicting that the future businessman will “one the key figures 
world civil service.” 

This attitude has become common among businessmen (at least 
public statements) that Theodore Levitt has dubbed “the social 
responsibility syndrome.” Even some past critics corporate power 
have reached similar conclusions. Adolph Berle, Jr., for example, 
argues recent book, American Capitalism, that the flow events 
has forced the corporate director recognize his quasi-public status 


and that the corporation, “almost against its will, has been compelled 
assume appreciable part the role conscience-carrier twenti- 
eth-century American society.” 

Thus Dean Rostow’s essay comes breath fresh air. Start- 
ing with thoughtful discussion the problems arising from the rela- 
tive freedom from stockholder restraint enjoyed directors most 
large corporations today, asks whether have any reliable guide 
for the conduct these directors better than the almost-forgotten one 
making profits for their stockholders, and concludes that not. 

When consider the complexity wage, price, and investment 
decisions faced corporate management, recognize the strain 
which their consciences may subjected attempt live under 
the rules Berle’s New Capitalism. Dean Rostow suggests return 
legal and economic orthodoxy, clear acceptance profit max- 
imization guide for harassed corporate management. correctly 
points out that “economics admonition,” the doctrine restraint 
setting prices urged both business and labor President 
hower, may result serious misallocation resources either side 
responds the appeal. 

least two questions immediately occur the reader. First, 
would overt acceptance Dean Rostow’s guide make any real differ- 
ence the behavior Big Business? Are directors actually taking any 
significant actions today which they could not sincerely justify being 
the best long-run interests their stockholders? (Admittedly 
should probably save them the embarrassment justifying some 
their own salary, pension, and stock option plans.) Second, how can 
society protect itself against any clearly antisocial results profit max- 
imizing behavior giant corporations? 

Our traditional answer the second question has been rely 
antitrust policy. provocative essay this same volume, Carl 
Kaysen argues that, while this still the most desirable path follow, 
shall fact probably see increase direct regulation some 
the economic choices powerful firms, combined with increase 
institutionalized public criticism, similar the Congressional in- 
vestigation now being directed the drug industry. 

Distasteful either these two alternatives may business 

| 


leaders, the public they may preferable reliance upon busi- 
nessmen act Berle’s “conscience-carriers.” this possibility Ben 
Lewis Oberlin has replied, “It not going happen; did 
happen would not work; and did work would still in- 
tolerable free men.” 

The Rostow and Kaysen essays attest the remarkably high qual- 
ity this symposium the role the large corporation mid-cen- 
tury. The table contents suggests the scope the remaining chap- 
ters, each which written eminent scholar. Professor Berle 
has not overstated calling this volume, “the best body material 
the American corporate system yet offered.” 
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AFRICA: THE NEXT GREAT AREA CRISIS Maurice Hellner* 


United States Naval Institute Proceedings, Vol. 85, No. 12, Decem- 
ber 1959, pp. 27-34. 


There mounting evidence that during the next decade Africa 
will become major area East-West rivalry. The struggle will 
for control the world’s second largest continent. The destiny 
220 million people will stake. 


Many observers the Western world have played down the 
danger Communist into Africa the grounds that 
the Communist party such has relatively few members this vast 
country. Although this true present, can lead false sense 
security. The real danger lies the fact that many areas 
Africa the political situation favorable for Communist exploita- 
tion. 

Africa the fastest changing area the world today. Few, 
any, the “teen-age” states are adequately prepared ensure 
the effective functioning democratic institutions know them. 
All are suffering from acute shortage native personnel who 
possess the proper training and experience for the higher positions. 
Every one them has severe economic problems which can only 
alleviated outside assistance. each them, poverty and illiteracy 
assume discouraging proportions. And the eastern part the 

continent the racial issue posed the existence multi-racial so- 
cieties tends aggravate all the other problems. 
| 


Moreover, all the underdeveloped areas the world, there 
has been revolution rising expectations Africa. great many 
the common people feel that the only roadblock rapid economic 
progress political independence from the colonial powers. 


None the new states Africa possess the capital required 
expand their economies and raise the standards living their 
people. Often difficult obtain foreign capital because the 
uncertain political situation. The new states are therefore faced with 


*Civilian Analyst, Office Naval Intelligence. 


perplexing dilemma. Their political stability depends upon eco- 
nomic expansion which can only achieved maintaining sufficient 
political stability attract foreign capital. 

Because the vast majority the people are uneducated and 
poverty stricken, the course events will largely determined 
the kind leadership that emerges. Many the present leaders have 
shown alarming indifference the great struggle between East 
and West. Many will accept assistance from any quarter, 
strengthens their short-range ambitions. 

Here then where the real danger lies. The Communists excel 
their ability capture the revolutionary movements others. 

The strategic importance Africa not generally appreciated 
the United States. Our experience World War should have 
taught that Africa has considerable military importance. All 
through the war, the resources, and strategic location 
Africa made significant contributions the Allied cause. 

Since the end World War its strategic importance the 
East-West struggle has grown considerably. This has been due much 
developments occurring outside Africa those occurring inside. 

The vital importance our air bases Morocco and Libya 
fairly well recognized the American people. What not appreci- 
ated most Americans the seriousness Communist takeover 
few African countries. For example, should the Communists 
succeed seizing control country along the west coast, the 
Kremlin would last have base operations the Atlantic. 

Developments Africa now have strong military and economic 
repercussions upon our NATO allies. France has been forced cut 
her ground forces NATO order maintain 400,000 troops 
Algeria. 

Western Europe crowded upon itself, and minus many 
the trading areas Asia and Eastern Europe which formerly 
depended heavily for raw materials and markets, 
the promise frontier land still susceptible great expansion. 

Developments the Middle East have greatly enhanced the 
importance the sea route around Africa and the air routes through 
Africa. Also, assuming increased importance the East- 
West struggle strategic base for use case trouble the 
Middle East and Indian Ocean areas. The oil-producing areas 
the Middle East cannot defended effectively from the Mediter- 
ranean. The uncertainty transit through the Suez Canal time 
crisis means that Western military power projected into 
these countries, must come from the East African and Indian 
Ocean areas. 

Today still have the opportunity act way which will 
keep Africa firmly the Western camp. will the acid test 
whether have really learned from our experiences other parts 
the globe the meaning the phrase little and too late.” 


THE FOREIGN POLICY STAKE Gardner Patterson* 


Challenge, Vol. No. February 1960, pp. 64-69. 


The United States finds herself confronted with new interna- 
tional balance payments position. She faces greatly increased com- 
petition from other nations both foreign and domestic markets. 


The most publicized measure this has been the fact that each 
year since 1950, except 1957, the rest the world has accumulated 
gold and dollars its transactions with the U.S. What are some the 
noneconomic implications for our international affairs the change 
from shortage” “dollar surplus”? 


The accumulation thousands upon thousands tons gold 
buried Fort Knox gave such strong buffer that during World 
War and the following decade America was able formulate her 
foreign policies without reference their effect upon her interna- 
tional reserve position. 


The recent drain our gold stocks and the build-up foreign- 
owned dollar balances has been dramatic, and such novel phe- 
nomenon for us, that new and potentially tight constraint has been 
placed our decision-making the field foreign affairs. 


newly introduced financial consideration now works against 
the adoption foreign policies that are supported noneconomic 
grounds. The rest the world for the past decade has been choosing 
not take all the goods and services that our foreign aid, foreign in- 
vestments and import decisions and policies entitled them take. 
Indeed they have chosen take part these the form gold 
and dollars. Sometimes, however, the countries involved not take 
all our help American goods but instead procure some items from 
third countries which then accumulate gold dollars from us. 
some this justifies tying our aid purchases the U.S. and insur- 
ing that what want furnish namely, merchandise and services 
made America taken. Our new policy unfortunate since 
can limit the recipient’s ability make the most economic decision, 
and will encourage the belief, always fostered the Soviet bloc, 
that the motive behind our aid programs primarily help Ameri- 
can producers. 


Increased foreign competition and its associated gold losses can 
expected strengthen forces already operating within the U.S. 
curtail imports. reversal our policy, even failure push 
ahead much more energetically than have, will interpreted 
other nations retiring isolationist position. This could 
disastrous for our national security. 


*Professor Economics and Director the Woodrow Wilson School 
Public and International Affairs. 


different level analysis, however, there are some hearten- 
ing foreign policy implications our changed international economic 
position. 

The greater ability Western Europe, the United Kingdom and 
Japan compete successfully with means that these nations are 
better able share the burden helping poorer countries “mod- 
ernize” their economies. Moreover, increase the ability our 
Western allies help the poorer nations will probably result more 
help through multilateral rather than bilateral channels, only be- 
cause joint operations make easier avoid waste and duplication 
where several countries are involved. Perhaps the most important ad- 
vantage that there will less occasion question the motives 
those extending help. 


The American public becoming much more aware than before 
the ways which our life and economy are intertwined with those 
other nations. This could great significance because, except 
acute international crises, one the more intractable difficulties 
faced Washington formulating foreign policies has been the 
massive indifference foreign affairs most the public. 


Finally, one can ask whether our comfortable international eco- 
nomic position the past has not encouraged too great reliance 
economic devices accomplish political ends. the poorer coun- 
tries, have given too much attention increasing the gross na- 
tional product and not enough welfare and understanding, and then 
moulded public attitudes toward political and social organization? 
the NATO countries, have focused intently development 
deterrent force that have not done enough develop spirit 
cooperation, sense direction and political structures consistent 
with our national defense policies? 


the answer such questions yes, then our present less com- 
fortable international position may happily force fashion some 
new, noneconomic instruments and techniques diplomacy. Then, 


may able build stronger foreign policy one that can 
support for longer period. 


PROBLEM-ORIENTED ADMINISTRATION* Warren 


Hospital Administration, Vol. No. Winter 1960, pp. 49-70. 


Since the early 1930’s there has been distinctive shift 
thinking and acting about organization. The dominant focus 
organization was transformed from rational model free from the 


*Presented the New England Hospital Assembly Institute Person- 
nel Management, Boston, Massachusetts, June 1958. 


Professor, School Industrial Management, Massachusetts In- 
stitute Technology. 


friction man’s emotions model which appears less de- 
termined and less fathomable “human relations model.” 


According Chester Barnard, all organizations are geared 
accomplish two major goals: effectiveness and efficiency. over- 
simplify, effectiveness relates production and technology, while 
efficiency concerns the internal system worker relationships 
typically conceptualized terms morale and satisfaction. Maxi- 
mizing both these goals simultaneously the most challenging 
problem facing management. 


While there are important distinctions made among various 
types organizations, their similarities are actually more impressive. 
matter what the task goal the organization, for example, 
see, all cases, group people working together under some 
leadership, attempting achieve some goal. The individuals who 
come work for the organization bring with them some system 
needs which they desire have satisfied the job and certain 
expectations about the job they are perform. the other hand, 
the organization has certain needs fulfilled and set expecta- 
tions fulfilled the people who work for it. 


Let now examine more closely some specific problems 
organization: (1) motivation and rewards; (2) leadership; (3) com- 
munication. 


People work order satisfy needs. Superficially, what individ- 
uals seem want are fair salary, status and prestige, opportunity 
for personal development, and job which will enhance self-esteem. 


The superior the person who typically controls the rewards 
for the need satisfaction the individuals. Thus, needs know 
what rewards are fact perceived rewards. Then has plan 
the degree which these needs can satisfied. Thus the first 
question concerns accurate perception; the second, administrative 
control. The third step indicate quite clearly that these rewards 
are given for specific behavior. 


Leadership administrative style perplexing and perennial 
problem organizations. Leadership results from particular per- 
son satisfying organizational needs creating conditions where these 
needs may satisfied. This indicates that leaders not have 
born with certain mystical properties but that they are definitely 
trainable. And what leaders should trained increased sensitivity 
diagnosing and sensitivity organizational and group needs. 


The best leaders are those who capitalize what other members 
the organization can bring bear satisfying existing needs the 
staff without losing their own position. Most bosses, unfortunately, 
view the distribution responsibility the loss their own com- 
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mand and leadership. actuality, however, creates more pro- 
ductive staff group, inasmuch this increased involvement creates 
higher motivation, usually leading higher productivity. 


Communication appears the most current 
problem all. The basis valid communication people under- 
standing each other. People tend bring situation their biases, 
values, likes, dislikes, and personal wishes, which tend distort what 
they see, hear, and read, matter how well the communication 
modulated its presentation. the basis understanding 
these personal and interpersonal feelings that establish good 
communication. 


What about barriers good interpersonal communication? 
One possible approach look two factors: the role the indi- 
vidual role-player the structure and the status system within the 
structure. 


With reference the first, individuals perceive reality the basis 
what they bring situation. Translated organizational set- 
ting, all bring the organization set beliefs that focus and 
times distort reality. This particularly striking when observe 
individuals’ differing views and attitudes toward authority. 


From the organizational point view, can observe group 
statuses. Every position develops system values. The position 
hold along with our personality determines some degree 
our attitudes and perceptions. Many times barrier stereotypes 
builds which seems almost impossible break through. What can 
done remedy these fixed stereotypes? general, would sug- 
gest that all have learn better ways listen and observe, 
order gauge reality more accurately. 


Organization can seen nothing more complicated simple 
than people working with other people. This approach departs sub- 
stantially from the doctrines associated with “scientific management” 
and traditional bureaucratic patterns. The new orientation admin- 
istration that recommending entails: 

1.) Wide participation decision-making rather than central- 
ized decision-making. 

2.) Recognition the face-to-face group, rather than the indi- 
vidual, the basic unit organization. 

3.) Mutual confidence, rather than authority, the integrative 
force organization. 

4.) Responsibility the supervisor the agent for maintaining 
intragroup and intergroup communication rather than the agent 
higher authority. 


5.) Growth members the organization greater responsi- 
bility, rather than external control the members’ performance 
their tasks. 
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This month, the editor The Executive vacations 
amid the ancient ruins Yucatan, associate takes 
over this "center spread," plug one his major 
enthusiasms. The editor will return April put 
The Executive back course. 


work The Executive under the dome Baker 
Library one the landmarks along the Charles. 
though many library buildings are imposing landmarks, 
there chronic worry about the low visibility 
libraries. National Library Week (April 3-9) offers 
chance something about that low visibility. 


You may already well aware National Library 
Week, for climaxes intensive publicity and action 
drive. Sputnik age, improving education one 
the best ways improving our chances survival. 
Libraries are important part our formal educa- 
tional system and they are the most important means 
educating adults informally. 


The leaders National Library Week are shouting 
many will listen: "WAKE AND READ!" They 
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are also tapping businessmen their shoulders and 
whispering: "Wake and lead!" assume that our 
readers read; shall therefore talk about leading. 

businessman may concerned with libraries 
taxpayer. assume, therefore, that may 
want information useful judging library, 
determining how good job doing. 

Good library service not easy measure 
there are many variables. But established standards 
may serve guidelines, and there are libraries 
good that they might serve models what others 
ought be. 

The library most direct interest business- 
man often his company's, the business and 
technical departments branches public library. 
Company libraries offer the hardest problem 
determining standards service, use and cost, for 
each must differ fit its creator, the company. 
Standards are needed and will worked out, but 
the meantime, the best measuring sticks are the good 
libraries each field. 

These are just few good ones which 
company the same field might envy: Johns Manville 
Research Center, Lilly Research Laboratories, General 
Electric (with its main library Schenectady and 
libraries the division level), First National 
Bank Chicago, duPont Nemours Co. 
(Technical Library), Consolidated Edison New York, 
Standard California, and Connecticut General 
Life Insurance Company. Industrial libraries have 
tripled 3200 the last ten years. These vary 
size, tailored company needs, from staff one 
staff twenty. Special Libraries Association 
New York the best source information about 
Starting improving library. 

The business branches public libraries all are 
indebted their prototype, the Newark Business 
Library. Other pace-setters include the branches 
the public libraries Cleveland, South Bend and 
Peoria. These contribute skillfully and significantly 
the economy their communities, yet their services 
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are not well known they deserve be. Baker 
Library often receives from businessmen these 
cities requests for information which could have 
been received telephone from their public libraries. 

All public libraries are much more alike than 
company libraries and for many years has been 
possible set guides, best summarized "Public 
Library Service" and Supplement, "Costs Public 
Library Service 1959," published the American 
Library adequate library budget for 
city 100,000, for example, carries price tag 
$293,000 $2.93 per capita. Costs and services can 
meaSured against the best public libraries 
actually existing against the superb work the 
Cleveland Public Library (which cost its taxpayers 
$5.14 per capita 1958) the somewhat different but 
very notable program the Enoch Pratt Free Library 
Baltimore (which cost $2.83 per capita 1958). 

Since our day public school the school library 
has become much more sharply defined part the 
instructional programs. Thus, now possible 
publish "Standards for School Library Programs," 
unfortunately still new that can't lay hands 
here. older suggests that school ought 
spend minimum $1.50 library books for each 
child, that there should full-time librarian 
every over 200 students and additional 
staff schools over 500. 

Our favorite statistics are published annually 
the January issue College Research Libraries. 
These reveal strengths, weaknesses and averages that 
are useful assessing any college university 
library. Colleges and universities, turns out, 
spend little and much $290 per student 
operating their libraries. The median: about $40. 
Their book collections may widely different, but 
any college library needs least 50,000 well chosen 
volumes. alumnus trustee aims high 
his college library might compare with 
two Ohio schools, Oberlin, with its 500,000 volumes 
and per student expenditure $101, Antioch, 
with 100,000 volumes and per capita cost $79. 
Or, compare with the top, should keep eye 
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Dartmouth, which has 800,000 volumes and spends 
$163 for each student. 

Our readers, are largely urban subur- 
ban, rather than rural, but the need for library 
service rural areas has been evident (26 million 
people rural areas with library service) that 
the federal government has moved 
about it. The Library Services Act, adopted 1956, 
has been effective that will probably 
renewed one the bills pending 
Congress. Through the Act, which provides funds 
matched state appropriations, many rural areas have 
found what good library service is, what costs, 
and what economic and cultural effects the 
community are. The library extension agency each 
State the best source information about rural 
library service. 


this age crisis, libraries are not 
revolutionary force; instead they are active agents 
stabilizing our society making more 
thoughtful, more civilized. hope that National 
Library Week demonstrates this. 


these pages carry information our readers 
because this has been dug one Baker 
Library's topnotch reference librarians Mrs. 
Harriette Williams. 


Sincerely yours, 


Laurence Kipp 
Associate Editor 


Dun’s Review and Modern Industry, Vol. 75, No. January 1960, 
57. 


The successful chief executive identified these qualities, 
talents, and 


leads example more than directive, and those who follow feel 
the pull his personality rather than the push his will power. 

surrounds himself with experts but often confounds them his 
short cuts essentials, his ability clarify and simplify. 

has the curved vision the prophet who sees the goal ahead 
without disturbing too many who stand the light. 

hates technical jargon and under the pretense ignorance gets 
needed information reduced language any executive understands. 

listens with respect least one management maverick who 
disturbs the economic pattern makers with off-beat ideas and auguries. 

logical the point decision, when may upset the 
obvious with inspired judgment. 

planner who describes perimeters time and space, leaving 
the inner dimensions the man the drafting board. 

has imaginative approach toward opportunities for growth, 
preferring slightly larger measure risk than caution. 

has eye for detail but love it, leaving that chore for 

10. picks “yes” men who see potentials beyond the question asked, 
and “no” men who are specialists methods, techniques, and cost accounting. 

11. has more respect for the man who makes wrong decision 
emergency than for the man who wrings his hands and takes refuge 
the rule book. 

12. wants the facts black and white, but well aware that every 
observer colors his report according circumstances and interests. 

13. likes black ink the annual statement, but knows that 
occasional red-ink season the test management stamina. 

14. takes plenty advice from the treasurer investing profits 
already assured, but little possible the risks capital expansion for 
future reward. 

and humanist his attitude toward life’s problems and compensations. 

16. listens attentively the playback grapevine news, but knows 
that most comes from palace-guard chatter. 

17. tests management potential all levels with authority well 
responsibility and always prepared for surprises. 

18. believes law and order, but refuses thwarted tradition. 

19. admires democracy principle but often ignores practice, 
realizing majority one when the chips are down. 

20. Without being paternalist, considers his employees, customers, 
and stockholders personal charges—and that order. 

21. loyal his community and has deep sense social 
obligation, but refuses the whipping boy for the mistakes civic 
management. 

22. has strength character that eschews pomp, bluster, and strut, 
but resolute under any test ethics honor. 


*Reprinted from Dun’s Review and Modern Industry. 
Dun’s Review and Modern Industry. 
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THE SOCIAL AND MORAL IMPLICATIONS EFFICIENTLY MANAGING 


The Manager’s Key, Vol. 34, No. Fall 1959, pp. 30-34. 


Management today tremendously preoccupied with its social 
and moral responsibilities. would not deprecate that concern, but 
would suggest that manager can best discharge his social and moral 
responsibilities doing reasonably good job exactly what 
hired successfully run his business profit. 

For the purposes this discussion would first fix few 
reference. First, would have integrity implicit the phrase “suc- 
cessful operation business.” Second, ask you accept 
fundamental moral concept our society that the individual 
ultimate importance. Finally, ask you accept the proposition that 
capitalism with its profit-motive appeal self-interest has done more 
than any other economic system far permit the greatest number 
individuals society achieve their respective potentials. 

What flows from manager attending his business for profit 
always with integrity? 

begin with, for the financial success his enterprise will 
seek find develop competent, intelligent employees. The initial 
premium for these qualities will fair wages. Also the manager will 
honestly give recognition individual accomplishment this addi- 
tion wages. 

this point, however, the manager relation the employee 
has not yet dealt with the whole man. has dealt with him only 
his labors. What the employee’s more subtle and more 
emotional reactions problems? Does not the manager modern 
business owe duty society attempt some contribution his 
employees these fields? Emphatically does not. Most decry 
the paternalistic state, but the paternalistic company worse. 

The manager who intrudes into the properly personal areas 
his employees’ lives for the avowed purpose building morale quite 
commonly defeats himself. The truly important requisites for good 
morale are fair compensation, competent supervision, and fair recogni- 
tion the individual employee. The first two these essentials are 
sufficiently self-explanatory, but the third encounter some in- 
adequate expedients. morale builder, there absolutely 
satisfactory substitute for the decent, competent, efficient and fair 
supervisor. 

None this suggest that the manager should neglect par- 
ticipation the social work the community. But worthy these 
efforts are, their social worth neither great nor permanent 


the by-product his doing truly excellent job business 
ment. 


*President, Texas and Pacific Railway Company. 


THE SOVIET CHALLENGE!* Allen Dullest 


Industrial Development, Vol. 129, No. February 1960, pp. 6-8, 10-12. 


The Soviets are using their growing industrial strength, which 
still less than one-half our own, largely promote their national 
power aims rather than give fuller life their own people. 

Over the immediate future both the United States and the Soviet 
Union will continuing equip themselves with nuclear weapons 
and with the means delivery adequate constitute grave deterrent 
war either side. The impact this mutual growing capacity 
already having its effect the international scene. 

However, for the deterrent effective, other conditions must 
met. Among them: 

1.) The United States and its allies the Free World must 
continue maintain military defensive and retaliatory power such 
that increase Sino-Soviet military power could lead the latter 
believe that they had gained clear superiority over us. 

2.) Regional strife among powers having nuclear capabilities 
must limited. Small wars breed great wars, and chain reactions 
with unforeseen consequences may result from them. 

3.) There must doubt the minds either the leaders 
Moscow Peiping that the initiation them war aggression 
would met with adequate force. 

The secret Soviet economic progress simple. They plow 
back into investment large and growing share their total annual 
production. These massive investment expenditures are being fed 
into industrial system whose output 1958 was only about per 
cent that the United States. Under such high-pressure fueling, the 
Soviet industrial plant can hardly fail grow considerably faster 
than ours. 

While the Soviets have been slightly increasing the production 
consumer goods over the past few years, their consuming public 
fares badly comparison with our own. major thrust our 
economy directed into the production the consumer type 
goods and services, which add little the sinews our national 
strength. For contestant engaged vital economic race with 
lean and well-muscled opponent, persist carrying prodigious 
burden fat our backs. 

Soviet postwar economic expansion, well its advances 
the military field, have also permitted the Kremlin adopt aggres- 
sive program the less developed countries the Free World. 
these newly emergent and fragile nations, the Soviet leaders have been 
advancing their cause combination economic penetration, 
political warfare, and subversion. 

*Based address made Allen Dulles NAM’s 64th Congress 
American Industry. 

Central Intelligence Agency. 


The basic strategy international communism, with its primary 
emphasis measures short war, has remained remarkably un- 
changed since the death Stalin. So, too, have its objectives. 

These were never more bluntly stated than Khrushchev’s recent 
speeches. “History,” said, “would take care capitalists.” And, 
added that “If there were God and could act, would 
take good broom and sweep you out.” 

Let have look the brooms Khrushchev proposes use: 

First, economic penetration the uncommitted world. Quick 
industrialization the goal the new and emerging countries, well 
many the older countries which have been backward in- 
dustrially. The Soviets promise them the moon, with few Migs 
thrown in. the Soviet and Chinese Communist industrial produc- 
tion advances, the threat the spread communism through trade 
and aid into uncommitted areas the world will proportionately 
increased. 

Another broom which international communism proposes use 
against the Free World political warfare. Here they have 
sive campaign based series very positive programs with 
political, economic and cultural objectives. involves the radio 
and other means mass communication, well the written and 
spoken word. includes the use various organizations 
which pretend represent youth, labor, professional groups and 
veterans. 

This challenge being pressed forward under the growing threat 
Soviet industrial, scientific and technical advances and under the 
cover the Kremlin’s posture coexistence. 

meet this threat must understand it. penetrate the 
subtleties the Soviet political, economic, and psychological drive 
harder than understand the military threat. 

third broom the Soviets have been subtly using against 
the penetration and subversion governments which not “co- 
operate” with Moscow Peiping. 

Even nuclear stalemate should tend lessen the immediate 
danger war, would still faced with serious challenge. 
Furthermore, if, over the years the Soviet military outlays should 
take smaller ratio than today their Gross National Product, 
the Kremlin might give added emphasis its non-military penetration 
program. This would add the danger its policies under “peaceful 
coexistence” the Kremlin preaches it. 

Certainly have not answered the challenge limit our- 
selves merely meeting the Kremlin’s military threat. 

These facts should bring sober appraisal the best means 
marshalling our very great assets and capabilities concert with 
our like-minded friends and allies. Today the Free World has wide 
margin industrial superiority over the Communist world. Are 
applying this superiority the proper way the proper ends? 


must assess the implications the course that our economy 
taking relation that the Soviet Union, and the requirements 
which our economy must accept meet the communist challenge. 

This must within the framework freedom. must 
done with due regard for legitimate aspirations our people for 
fuller life not asking them accept the drab existence imposed 
the Soviet people. However, the fateful competition with Com- 
munism has first claim our energies and our interests and calls 
for subordination our private interests the public interest. 


TRENDS AFFECTING CITIES* 


Public Management, Vol. 42, No. January 1960, pp. 2-9. 


Economic and Industrial Trends Lynn 


Taking the recent past point departure assessing the 
short-term future impact local government economic and indus- 
trial trends, can isolate least four factors which have contributed 
the near-crisis municipal finance during the postwar period. 

First, local governments have been attempting liquidate the 
backlogs unmet and accumulated needs postponed through the war 
and the early postwar years. Coupled with this has been the effort 
upgrade their standards service and facilities. 

Second, there has been inflation. Because their budgets are 
framed with relatively large percentages allocated for payrolls and con- 
struction, local governments have felt inflation especially keenly. 

Third, there the dramatic economic growth that has occurred 
since 1945 and its tendency concentrate urban areas and the 
peripheries urban areas. 

And, finally, there has been the relocation population from the 
farm the city and from the core the city the outskirts. 

Local governments overwhelmingly depend the property tax. 
naturally have been sensitive the inadequacies this source 
revenue the presence strong economic growth 
price inflation. Although the property tax ought keep abreast 
over-all growth, this may not enough, given today’s local govern- 
ment structure. 

heavy proportion total growth the postwar period has 
occurred the suburban hinterland where the fragmentation local 
government most pronounced. The upshot that the fiscal pressure 
local government general takes place against backdrop 
wide dispersion the relationship assessed values population, 
income, expenditure within individual taxing bodies. The smaller 

*From three talks “Trends Affecting Municipal Policy Forecast 


and presented October 26, 1959, the 45th annual conference 
the International City Managers’ Association held St. Louis, Missouri. 


Federal Reserve Bank Chicago. 
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the unit government, the greater tends the dispersion tax 
rates for the support that type governmental unit. 

This dispersion tends self-aggravating, the sense that 
those firms which have any latitude selecting locations are sensitive 
tax differentials. They tend avoid the high-rate areas favor 
those less oppressive from tax standpoint. 

The fragmentation local government has the effect 
partmentalizing the investment that accompanies the growth under 
way suburbs. When seal off investment into multitude 
small compartments which there can best hit-or-miss rela- 
tionship between resources and tax liabilities are largely sterilizing 
good portion the investment and protecting against the kind 
tax rate needed support local services. 

What sort response has suburbia shown this? 

the one hand there the long-established drive toward con- 
solidation small government bodies, especially school districts. But 
consolidation massive scale has made little headway most 
metropolitan communities. 

Second among responses displayed has been the planning land 
use fiscal grounds; that is, the framing zoning, building, and 
outright land use restrictions with eye fiscal objectives. All 
who are concerned with suburbia terms aesthetics and effi- 
ciency must wonder whether the implied end result here really 
compatible with broader over-all objectives. 

Third, have the possibility fiscal federation local taxing 
bodies. The principal source tax rate dispersion, the school dis- 
tricts, are pretty well knit together most states under system 
combined state and local financial support. further shift from local 
state support for the school function the form substitution 
state for local property taxes would tend mitigate the inequality 
school rates and therefore total tax rates different communities. 

Finally, among the responses intensified pressure for increased 
state sharing local costs generally. seems not unlikely that the 
future pattern will largely continuation the drift toward 
increased support local functions out the proceeds the levies 
the state traditionally uses. 

What all this seems imply is, course, that the revenue struc- 
tures the state governments will largely bear the brunt the cost 
advances that local governments are sure experience coming 
years, 


Population and Social Changes Philip Hauser* 


The thirteen-year boom marriages and babies has drastically 
altered both the present and the prospect with respect our national 
growth. The trends are easily discernible, their implications not 
always so. 


*Professor Chairman, Department Sociology, University Chicago. 


Projections the United States Bureau the Census indicate 
increase population from 151 million 1950 some 231 million 
the lower limit and 273 million the upper limit 1980. 


Second, there very rapidly accelerating trend toward increased 
concentration people relatively small number great standard 
metropolitan areas. This trend will continue operate for the simple 
reason that these agglomerations people represent the most efficient 
producer and consumer units that mankind has yet devised. 


The third trend decentralization within standard metropolitan 
areas. Decentralization does not mean that people are fleeing from 
the city the suburbs. does mean that increasingly larger propor- 
tions our total SMA population and industrial and commercial 
activities are being located the suburban rings metropolitan areas. 


Again this accelerating trend. There are two reasons for 
the trend. The first shift from 19th 20th century technology 
which makes possible much larger clumping people than was 
possible before. Second, our central cities have boundaries fixed 
law, which general have been filled up, while the entire metro- 
politan agglomeration continues grow. The suburbs will become 
the dog and the central cities the tail, with good many implications 
for annexation and other relationships between the two. 


fourth trend the pattern development our cities. 
Most cities grew from point points origin encompassing their 
original economic function. Many forces are work that are chang- 
ing this pattern. With urban renewal possible that our metro- 
politan area may turn itself inside out from the standpoint newer 
and more desirable residential location. suggest that the slums 
the future are more likely suburbs than central cities. 


Suburban growth without regard for what happens neighbor- 
ing suburbs and without regard fundamental needs evidenced 
zoning codes, sanitation, education, and the like will further 
factor leading increased interventionism the process which 
land use affected. Patterns land use will become more and more 
product rational decision-making. 


The next trend will not affect all cities the same way. But 
must realize that all our metropolitan areas were peopled largely 
people from somewhere else. The shorter the period newcomer 
group has been here the closer they are located the center the 
city and the more segregated their pattern residence. Second, all 
newcomers are greeted with hostility, suspicion, discriminatory prac- 
tices. whole series historical forces have caused the latest wave 
newcomers metropolitan U.S.A. Negroes, hillbillys from 
some the Appalachian counties, Puerto Ricans and Mexicans. 
There every reason believe that the patterns which immigrants 
have settled physically and socially are being and will followed 
these newcomer groups, despite differences color and background. 
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The final trend respect the age distribution our 
population. Our older citizens will about double number between 
1950 and 1980. Children school age may increase 135 per cent. 

Here are what think are some the implications these trends. 
First, the projected increase metropolitan area population could 
mean $88 billion investment for municipal services alone. 

Second, the fact that the suburban rings are growing faster than 
the central cities means that many problems, difficulties, and frictions 
are going exacerbated. You may expect, increasingly through 
the next two decades, various efforts deal with metropolitan, area- 
wide problems some way spite this welter independent 
governmental units. 

Third, the changing land-use pattern within Metropolitan U.S.A. 
means that municipal government more than ever before will 
faced with responsibilities planning. 

Fourth, urban problems emerging out the explosive popula- 
tion growth urban renewal and housing, the highway program, 
education are going create situation which municipalities 
will increasingly dealing with the federal government. 

Fifth, the changing age structure means that attention will have 
given the special problems the aged; that our delinquency 
rates remain the same, juvenile delinquency will double between 1950 
and 1980 for other reason than the increase the size the age 
also, that educational facilities will continue subjected 
great strain. 

Finally, the heavy migration Negroes from the rural South 
metropolitan urban North and Western areas means cities will 
trying fill the hard way the expensive way many the 
gaps the preparation our new migrants— not only the Negro 
but the whites who also come unprepared for urban life. There will 
increased demand and new dimensions demand the educa- 
tional system, the policy system, housing requirements, the 
locations various types educational and recreational plants. 


The Future Federal and State Aid Patrick Healy, Jr.* 


Strictly creatures the state and dependent upon the state for 
what they can and cannot do, cities find themselves restricted they 
turn face their problems. 

Financial restrictions, course, are only one type, but certainly 
fundamental type restraint. 

The Council State Governments has observed that tax limits 
have failed produce the beneficial results expected them their 
sponsors. the contrary, rigid limits have brought about crises 
the administration local affairs and abuse the management 
local finances. 


*Executive Director, American Municipal Association, Washington. 


seems obvious that the trend toward greater expenditures 
local government. this trend continues, seems evident, where 
will the additional revenues found? 


First all, cities could increase revenues from the property 
tax raising rates, equalizing assessments and making them 
nearer true value and eliminating exemptions. 

Second, the cities could permitted greater freedom develop 
new revenue resources, such payroll income taxes. 


third way encourage land uses that will raise the property 
tax base encouraging industrialization. 


And, finally, there the possibility more revenue from grants 
and shared taxes from the state and federal governments. 


What the future state and federal aid? retrospect 
should observe that aid from this source has been increasing. But 
there are least two difficulties that stand the way expecting 
any immediate increased state support for local government activities, 
and perhaps any significant increase over the long run. 


First the state legislature itself. Reapportionment not the 
big cure-all claimed be. The cry that urban areas were 
well represented all our problems would solved. know from 
experience, however, that very often you get more favorable con- 
sideration legislation for the benefit cities from rural and small- 
town legislators than you from big-city representatives. 


What would help great deal toward meeting urban problems 
and increasing state aid have professional state legislative body 
meeting continuously, modeled after the national legislative bodies, 
with staff for each representative and adequate staff for the legisla- 
tive committees. 


predict that will never persuade the states tax them- 
selves adequately take care urban needs. Even they did not 
have built-in constitutional restrictions that they could tax them- 
selves, states will not for other reason than the competition 
for favorable tax climate. Every pressure will always made 
keep the tax base down attract new industry encourage the 
expansion existing industry keep the state. naturally 
the cities turn more and more the federal government. The trend 
toward more federal aid, and predict that the trend will continue. 


Although has the danger weakening local discretion and 
leading the transfer functions from local governments the 
states, state and federal aid has total impact 
governments stronger and not weaker. 


And various forms federal and state aid have many ad- 
vantages over locally collected taxes. They avoid most the dis- 
economies and dislocations that accompany tax avoidance small 
tax collecting units. They are less expensive administratively. 
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TWO-PARTY STALEMATE: THE CRISIS OUR POLITICS 


James MacGregor Burns* 
The Atlantic Monthly, Vol. 205, No. February 1960, pp. 37-41. 


There are clear signs that the 1960s, like the 1860s, will see 
major transformations our political life. 

Three things cause the stream events cut new channels 
across the political landscape: (1) intensifying economic and social 
changes; (2) the new ideas and expectations accompanying those 
changes; (3) the sensitivity political leaders what happening. 

Consider first the population explosion. Our birth rate has 
accelerated the process urbanization. Many Americans will 
facing city problems that can met only through government action. 

Bigness the increase: appears irresistible tendency 
our national economy. The trend toward business centralization 
continuing, and perhaps intensifying. 

Finally, observe the impact the mass media nationalizing 
our political attitudes. 

All this tends nationalize American politics. sectionalism 
declines, religious and nationality groups are blended into the 
whole American life, the new melting pot suburbia expands, 
are being subjected enormous homogenizing forces. 

Events have served make liberalism acceptable. The expansion 
our government commitments has become less partisan issue, more 
nationally recognized need. 

Politicians, who like raise issues that unite people their 
support, have found that liberalism has become, for many voters, 
good Americanism. 

This much seems clear amid all the uncertainties election 
year: both national parties will speak with strong liberal, inter- 
nationalist voice during 1960. The presidential candidates, sensitive 
the demands for leadership, will focus the tough national and 
world problems besetting the country. The victor will enter the White 
House next January with heavy burden promises keep. Will 

The answer “Yes” for the short run and “Probably not” for 
the longer run. Soon the mandate psychology will wear off; new 
problems and new political alignments will rise; and all the other 
forces check, delay, and defeat, sanctioned Constitution and 
custom, will come into play. moments sharp crisis the Presi- 
dent can wield vast powers, but normal times lacks the steady, 
assured power necessary for his day-to-day mobilization the nation’s 
strength. 

The crisis our parties lies here: our political leaders Wash- 
ington cannot lead, over the long run, because they have solid 


*Professor Political Science, Williams College. 
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political organization help summon their forces and sustain their 
power. What lacking America the crucial link between the 
nation’s leaders and the voters namely party system that offers 
people choice between two intelligible sets alternatives; mobilizes 
opinion and votes and candicates behind those sets alternatives; 
and the case the winning party, both holds the President account- 
able for enacting party doctrine and helps him enact it. 

Who, then, does run American politics? Not party leaders, but 
officeholders and office seekers who achieve power through their 
personal followings rather than through their party power. They 
are far more dedicated their leader than their party, for they 
will advance their leader advances, even though the party 
whole declines. 


The impotence party the main cause our most serious 
political malaise: lack control our policies. For example: 

1.) nation lack the most elementary control all 
the power determine who may vote national elections. The 
power left the hands the state legislatures, most them 
gerrymandered. 

2.) cannot exercise control the nation’s electoral arrange- 
ments. For decades have deplored our antiquated electoral 
college system and have done nothing about it. 

3.) have lost control political finance. Despite efforts 
grass-roots financing, the big political money still comes from the 
fat cats. 

4.) Our opposition parties not oppose; they duck fade 
away. 

5.) The parties have lost control the nomination process, 
especially the state and local levels. The party primary method 
nominating candidates, adopted democratize the system, allows 
the responsible party leadership and membership little control over 
the nominees and hence impairs party responsibility. 

6.) lack popular control the policy-making process. Our 
splintered parties set barriers between the people 
governments rather than simplifying the alternatives, clarifying com- 
peting party doctrines, and allowing the victorious majority govern. 

7.) Teamwork lacking government, or, where exists, 
produces only the integration drift. Ideally, the winning party 
under two-party system pulls together the executive and legislative 
branches order deliver the party’s promise the people, 
Britain. 

Can meet the stiff demands the 1960s with splintered, 
disorganized party system? What leader this decade will see the 
possibility strengthening not only his own power but also his party’s 
power? Could this done anyone besides the new President? 
The answers these questions will illuminate the problems and the 
possibilities the new decade. 
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THE UNITED STATES INVENTS NEW WAY GROW 


Business Week, No. 1586, January 23, 1960, pp. 52-62, 65-68, 73-76, 
79-81. 


The U.S. has accepted the fact that must grow else. 
Economic growth involves more than statistics output. the 
increase the capabilities the economy for production. Most 
fundamentally, economic growth means growth nation’s under- 
lying ideas and skills. The immediate generator economic growth 
investment. Partly, investment set motion economic forces. 
More basically, investment arises from new ideas, new developments 
science and technology, from education, from research. 

The U.S. has made fresh contribution this growth process. 
Americans have discovered that innovations need not the ac- 
cidental, sporadic things they have been the past. great new 
emphasis research, systematizing innovation industry and 
government now make regular provision for the occurrence new and 
unpredictable developments. 

This discovery may turn out qualitative change the 
economy one the same importance future growth the 
development the concept capital investment itself was. 

What really mean economic growth? And how 
about measuring it? 


you take the economy whole, would tough enough 
try estimate numerically even the economy’s changing surface. 
it, you’d have put dollar values the changing stock 
usable land, labor, and capital goods. But measure the value 
the underlying growth ideas quite impossible. economists have 
had settle for the next best thing which use current 
measures economic output income and seek derive long-term 
growth trends from “performance” records. The question such records 
raises this: Are now back the U.S. economy’s long-term 


growth trend, have started out new, postwar growth trend 
that closer 4%? 


Measures growth don’t “speak for themselves.” Different in- 
terpreters, starting the same trends over-all GNP, come out with 
different conclusions. makes enormous difference the future 
the U.S. which growth rate the valid one for forecasting. The 
varying results which can forecast moving just from 
growth rate range all the way from $750-billion GNP 1975 
$1,050-billion GNP that year. But you don’t achieve growth 
rate just interpreting past data. You must take into account the 
two basic forces affecting growth: 

One the complex cultural factors including science, 
technology, population changes, religion, politics, social attitudes, class 
structure, and the intellectual and moral qualities men: 
skills, their imaginations, their drive, their courage. 


The other set economic factors especially the pos- 
sibility accumulating capital and using make profit. 

These two sets factors must conjoin growth occur. The 
two come together the act investment; that the genetic moment 
for economic growth. 

Broadly, considering what spurs the investment process, you 
can split investment into two categories autonomous investment 
and induced investment. Autonomous investment results primarily 
from cultural forces; investment autonomous when creates its 
own demand. Induced investment results primarily from economic 
factors; investment induced when represents response 
pre-existing demand that forces producers increase capacity. 

the short run, financial and economic factors determine 
swings investment and the rate growth. the long run, the 
major forces determining growth are the cultural factors science, 
technological progress, population trends, changes social institu- 
tions. 

The remaining job integrate the short run and the long 
run, the business cycle and the long-term growth trend. For the 
economists, this means working out unified growth theory. For the 
country, points the possibility unified set policies that 
could promote growth without many unsettling short-term ups and 
downs. 

The economists are moving toward such integrated theory. 
starts with the concept that the economy has, any period its 
history, maximum “natural” growth rate which determined 
increases the labor force and technological progress. This merely 
says that economy can increase its real output only adding more 
hands improving knowledge and techniques. 

But there’s nothing that guarantees that people business will 
actually save and invest just the sums required produce economic 
growth this maximum rate. Paradoxically, they invest too much, 
that will cause economic stagnation because the other face excess 
saving and investment too little consumption, and idle capacity. And 
the spread idle capacity brings fall investment and increase 
unemployment. 


Either way, takes dose the opposite medicine get the 
economy back the track its maximum natural growth rate. 

quasi-free economy isn’t likely strike exact balance 
consistently, even with the government attempting offset the shifts 
demand and saving and investment. Those shifts around 
balance point constitute the familiar mechanism the business cycle. 

But the real trouble with the U.S. economy that has become 
chronically unbalanced one side the other? it, for example, 
prevented from attaining its maximum growth rate chronic bias 
toward undersaving, overconsumption, and inflation? does our 
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basic economic mechanism have chronic set toward oversaving and 
too low rate income generation? Can both views partly right? 
perhaps some other factor that has been disturbing the 
economy, causing have creeping inflation simultaneously with 
underconsumption, tendencies higher unemployment rate and 
overcapacity and slow growth? 

One important possibility that the economy has become far more 
rigid, immobile, and uncompetitive. One reason cited for this that 
the growth power big labor and big business have resulted both 
creeping inflation and underemployment human and material 
resources. 

second important possibility that it’s the federal government 
itself that the real antigrowth villain. From this standpoint, govern- 
ment could curbing growth refusing consider reduction 
tax rates and refusing with tax rates frozen present levels 
permit adequate expansion government spending. 

Many economists these days are moving the conclusion that 
want faster growth, we’ve got end the stalemate over 
fiscal policy, and choose one the other two courses. Either tax 
rates will have come down, give more scope the growth 
private spending government spending will have grow. 
Obviously, also, could hit some combination the two. 

With this new growth tool systematized innovation, there’s 
reason why the U.S. should not even better the future than the 
past. The coming together our time new materials, new tools 
measurement and observation, new calculating devices, new instruments 
communication, new sources power, and new ideas every field 
producing the most powerful thrust have ever known. 

Our problem harness that thrust use build na- 
tional welfare, solve our international problems. 


WHEN SHOULD COMPANY MANUFACTURE ABROAD? Elwood 


and Alexander Bogardy* 
California Management Review, Vol. No. Winter 1960, pp. 16-27. 


While exports U.S. manufactured goods have been slowing, 
imports manufactured goods have been growing significantly. 


The threat from abroad emphasized two recent events, the 
formation the common market Europe, the French currency re- 
form and further steps toward full convertibility other countries 
which occurred during the first week January 1959. 

What are the alternatives available American producers threat- 
ened manufacturers the low-wage countries? (1) More protec- 

*Mr. Buffa Associate Professor Production Management, School 


Business Administration, University California, Los Angeles. Mr. Bogardy 
adviser Austria Management Training and Executive Development. 


tion through tariffs, etc., (2) Establish manufacturing facilities abroad, 
(3) Focus reductions cost home order equate more 
nearly the foreign advantage wages. possible discount the 
first alternative poor long-run solution; American producers must 
compete. The third alternative good one, but difficult 
see how can done the magnitudes required. The panacea 
the second alternative, manufacturing abroad, being echoed 
across the nation. 

For particular manufacturer the important question is, there 
net advantage him? There are several important reasons why 
there may not be. The great attraction establishing foreign man- 
ufacturing operations apparently low wages. But actually, wage 
levels themselves are not the important parameter. Labor costs will de- 
termine the advantage disadvantage. Indeed, the American man- 
ufacturer knows better than any other perhaps that wages can high 
and labor costs low simultaneously. The equating factor productiv- 
ity. The American worker paid great deal more per hour, but 
through the relatively large capital investment behind him, his efforts 
are multiplied through tools, mechanization, and automation. 

Can manufacturer have the advantage lower wages with high 
productivity using the same levels mechanization and managerial 
practice abroad does home? Perhaps. But since labor cheap 
relative equipment abroad, the manufacturer may find wise 
use relatively more labor and less expensive machinery with resulting 
productivity and final labor costs more line with that achieved 
his foreign counterpart. 


Can net advantage labor costs offset net disadvantages 
other costs? There one answer. company could burned 
badly rushing low wage areas foreign countries unless low 
wages translate into labor costs for their products and this labor 
cost advantage will not erased higher material, energy and 
equipment costs. the other hand, companies with cost distribu- 
tion that fits might missing real opportunity they did not man- 
ufacture abroad. 


The wage paid many European countries often drastically un- 
derstates the cost the employer for hour work, because the 


so-called “social changes” are somewhat larger, proportionally, than 
usual the United States. 


low wages translate directly into low labor cost, does the 
advantage disappear when productivity taken into account? 

Good data labor cost very difficult obtain. Furthermore, 
national productivity figures depend considerable extent the 
product mix, i.e., the relative importance high and low productiv- 
ity industries within the country. While the wage paid the U.S. worker 
very much higher compared the Western European countries, the 
resulting labor cost the product cannot compare unfavorably 
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raw wage data indicates. With all its faults, data gives the general 
indication that labor costs are much more line with U.S. labor costs 
than the wage data itself would indicate. 


Fixed costs can very likely more than covered the com- 
pany’s domestic market, and foreign markets, the company can re- 
sort marginal costing compete least equal price terms with 
other producers those markets. 


The National Industrial Conference Board has made special 
production costs among member companies that have both 
domestic and foreign operations. general conclusion labor 
cost, appears that foreign labor costs are lower the average. 


Materials are ordinarily the other component costs which are 
direct and important the final cost the product. The NICB study 
indicates pattern that somewhat the reverse that the labor 
cost picture. Thus the company industry where the labor com- 
ponent was relatively large and the material component relatively 
small might find advantageous balance costs abroad. The re- 
verse pattern might true for company which material costs 
were large. 


When all costs are considered, there picture either gen- 
erally lower generally higher costs abroad. 


does not appear logical that low wage rates foreign countries 
generally threaten United States industry. Although foreign companies 
have advantage certain product lines, American companies have 
advantage others. 


The most powerful defense against the low wage rate appears 
the great advantage productivity enjoyed America. Even 
the assumed high rate productivity growth Western Europe, 
there little chance that European productivity could catch with 
U.S. Even this pattern should take place, European wage levels 
would undoubtedly rise with their increases productivity. 

Individual industries, however, cannot hide behind the average 
figures. Each company each industry must make decisions about 
foreign production based upon the balance cost factors that they 
experience. 


Costs Here and Abroad,” National Industrial Conference 
Board, Studies Business Economics, No. 61, 1958. 
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